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LIBRARY 
GOLDEN GATE 
September 25, 1984 
Senator Diane Watson, Chair 
Senate Health and Human Services Committee 
State Capitol, Room 4040 
Sacramento, CA 95814 
Dear Senator Watson: 
In response to your request, the Senate Office of Research has 
prepared the attached report on Proposition 41, the Public Aid 
and Medical Assistance Initiative. You asked for the following 
information: 
• a description of the Initiative's major provisions and its 
impact: 
o a discussion of how the In ative would impact AFDC, 
Medi-Cal, Foster Care, Family Planning, K-12 Education, higher 
county governments; 
• identi cation of major policy issues that are posed by the 
measure. 
s report was prepared by Sara McCarthy, our health and human 
services consultant, with the assistance of Kim Connor, Susie 
lor, and Ann Carlson. If we can provide further information, 
do not hesitate to contact me. 
Sincerely, 
SABETH KERSTEN 
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EXECUTIVE SUMMARY 
Proposition 41, a statutory initiative which will appear on the 
November 1984 ballot, would make major and unprecedented changes 
the way Ca fornia establishes pub assistance expenditure 
levels. Proposition 41 has the following major provisions: 
• Establishes an expenditure limit for targeted public assis-
tance programs. The limit would be 110% of the average per 
capita expenditures in the other 49 states, thus tying Cali-
fornia's expenditures to external factors other than legisla-
tive determination. 
• Creates a Public Assistance Commission which would annually 
determine the amount of the expenditure limits according to 
the formula specified. 
• Establishes a new state policy of giving the aged, blind and 
disabled (rather than other indigent adults or children) the 
highest priority for public assistance spending. 
• Prohibits the Legislature from redirecting savings from the 
Proposition to any public assistance program except those 
exclusively serving the aged, blind or disabled. 
• Specifies that programs can only be exempted (entirely) from 
the expenditure limits by a two-thirds vote of the Legisla-
ture. 
The major programs covered by the expenditure limits include: 
Medi-Cal, Aid to Families with Dependent Children (AFDC), Foster 
Care, Family Planning, Job Training programs for AFDC recipients, 
and state and county administration of these programs. 
Overview of Fiscal Impacts 
The Proposition's expenditure limits would require a $3.73 bil-
lion reduction in public assistance spending, including an 
estimated 36% reduction in the Medi-Cal program and an estimated 
60% reduction in the AFDC program. These cuts would have to be 
implemented by the Legislature and would most likely include 
changes in eligibility for public assistance and subsidized 
medical care, reductions of dollar level of benefits provided, 
and in the case of Medi-Cal and Foster Care, reductions in 
payments to providers of services. If one assumes that each 
program would be reduced by the percentage necessary to reach 
the expenditure limit for that program, the cuts would be 
distributed as follows: 
Combined State, County, and Federal Funds 
Medi-Cal 
Medi-Cal Administration 
County and State 
Aid to Families With Dependent 
Children -- AFDC-FG, UP, 
Foster Care 
AFDC Administration 
County and State 
Family Planning 
Total 
Dollars 
(in billions) 
$-1.30 
.10 
2.10 
.20 
.03 
$-3.73 
====== 
Percent 
Reduction 
-36% 
-35% 
-60% 
-47% 
-95% 
The magnitude of the reduction required to meet the expenditure 
limits varies by program, but on the whole would be a very sig-
nificant reduction, larger than any discussed by the Legislature 
in recent years. 
Analysis of Impact 
Key findings documented in this report indicate that: 
• The Proposition could indirectly reduce funding for programs 
not covered by the Proposition, including K-l? education. For 
example, the Proposition could indirectly reduce federal fund-
ing for K-12 Compensatory Education because federal funds are 
linked to the AFDC grant level. 
• The reductions in expenditures shown above will not neces-
sarily represent reductions in overall spending because sav-
ings in one program may show up as costs in programs not 
covered by the Proposition. For example, state "savings" in 
AFDC and Medi-Cal may actually represent cost shifts to county 
General Relief programs and to county hospitals. 
• One fiscal impact could be termed "reverse revenue sharing" 
because the federal government will save upwards of $1.6 bil-
lion in federal matching funds which would otherwise be spent 
in California. The loss of these federal funds would ripp1e 
through the economy and result in lost state and local tax 
revenues approximating $250 million annually. 
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• Despite the fact that the stated intention of the Proposi-
tion's author is to exempt the elderly, blind and disabled 
from service cutbacks, these groups could be impacted by 
Medi-Cal cutbacks in several ways, including higher shares of 
costs (deductibles) and elimination of optional benefits. 
Policy Questions 
The Proposition also raises a number of policy issues discussed 
in more detail in Chapter 3, including: 
(1) Why are California's Public Assistance Benefits Higher than 
most other states? 
(2) Why do more Californians receive public assistance than the 
national average? 
(3) How would the Proposition impact fraud prevention and detec-
tion in public assistance programs? 
(4) Should California's expenditure patterns be determined by 
what other states and the federal government elect to spend? 
(5) How would the Commission decide subjective issues relating 
to calculation of the expenditure limit? 
(6) How would child care be provided for the children of AFDC 
recipients who go to work? 
-iii-
PROPOSITION 41: PUBLIC MEDICAL ASSISTANCE INITIATIVE 
on 
changes 
assistance expenditure 
(R-Fullerton) , the 
state and 
This 
and dis-
I.. SUMMARY OF PROVISIONS 
If passed by 
three major 
assistance 
annually 
EXPENDITURE LIMIT 
make the following 
limit for public 
Assistance Commission to 
expenditure limit, and 
, b and disabled 
) highest 
sition also 
ing 
programs 
sabled. 
must be met 
The 
lie assistance expenditure 
1 such as assessed 
resources, or constituent influ-
process, but by the external 
to spend 1 
would limit 
c assistance 
for those 
limit would 
Assistance 
1 t to be 
Proposition also 
would calculate the 
It requires that 
each of the other 49 
of that state (not the 
) to a state per 
ta figures 
10% to arrive 
per 
wou 
ces and 
-Cal and 
program. Spending 
state county program 
ratios are dependent 
, federal funds for 
because federal matching 
amount of State and local funds 
for those 
cases, the Commiss 
ments regarding whi 
wou be compared to 
It should noted that, in some 
required to make subjective judg-
e assistance programs in other states 
s programs. 
Once Commission expenditure limits, a bill 
necessary spending reductions. 
no specific authority to determine the 
limit. 
be requi to 
The Legislature is given 
level of the expenditure 
The programs included or excluded from the expenditure limits 
Assistance Commission 
expenditure limits 
are listed below 1. 
would have the authority to 
programs serving exclusively the "aged, and disabled" as 
defined in fede they would not be required to do 
so. 
lie Assistance 
Propos 
Medi-Cal 
1 
Included In or Exc 
Expenditure Limit 
From 
Aid to Families Dependent Children (AFDC-Family Group 
and Unemployed Parent) 
Foster Care (AFDC-Foster Care) 
Family Planning 
Work experience for AFDC recipients (WIN, EPP, 
San Diego CWEP, etc ) 
Special Circumstances Grants to the Aged, Blind sabled 
Loans to Blind Persons 
Food for Guide Dogs 
State and county istration of the above listed programs 
Excluded 
lemental Securi Income/State lementary Program 
SSI/SSP) 
In Home Supportive Services (IHSS) 
Adult day health care (except for Medi-Cal funds) 
ild and spou support enforcement programs 
Other County Social s including child and dependent 
adult abuse 
Care Facilities 
facilit s the , blind 
PUBLIC ASSI 
The Proposition creates a seven-member California Public Assis-
tance Commission. Commiss members would be appointed by and 
serve at the p of Governor, and wou not require 
legis confirmation. s would composed of 
county government officials: two county welfare department 
directors, two county administrative officers, and three county 
supervisors. One member each of the Assembly and Senate plus the 
Secretary of Health and Welfare and the Director of the Depart-
ment of Finance, who are Governor's appointees, would also sit on 
the Committee as nonvoting members. 
The Commission would be charged with several reporting require-
ments. Annually, the Commission would survey the other 49 states 
to determine the average per capita spending limit, as defined by 
Proposition, for both state county program services and 
istration. The Commission wou annual report this for-
mation to the slature along with recommendat on any law 
changes necessary to implement the spending limit. In addition, 
the Commission annually would provide the Legislature with infer-
mat on the el lity requirements and services provided to 
public assistance rec other states. By February 1, 
1987, the Commission would to the Legislature and the 
Governor a report of the ssion's opinion on the economic and 
social effects of publ assistance, the nature and scope of 
appropriate programs optimal administrative organization. 
The Commission would be supported by a $250,000 annual appropria-
tion and would be authorized to hire staff. The Health and 
Welfare Agency would provide "all necessary" technical, and 
administrative assistance and li s to the Commission. 
SPENDING PRIORITIES AND REDIRECTION FUNDS 
Proposition establi es the aged, blind and disabled as 
"deserving of the highest priorities" for tax supported public 
benefits and allows any savings resu n from the Proposition to 
be rect.ed exc to these groups. By omission, other 
children and ind persons would rece a lower priori for 
public spending. 
assis-
been made 
cou be 
call vote of 
bill has been 
requested to 
11. The 
repealed 
which attempts to fore-
which rcumscribe the 
the expenditure 
in the event 
's author-
courts, 
only 
IMPACT OF THE PROPOSITION ON EXPENDITURES AND PROGRAMS 
IMPACTS 
in 
impact 
to 
, it is 
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2 
Est Impact of Proposi 41 Expenditure Limits: 
Required Reductions in Covered Programs 
Combined State, County and Federal Funds 
($ in billions) 
Dollars Percent 
Medi-Cal 
Medi-Cal Administration 
County and State 
Aid to Families With 
Dependent Children 
AFDC-FG,UP, Foster Care 
AFDC Administration 
County and State 
Family Planning 
Total 
$-1.3 -36% 
. 1 -35% 
2.1 -60% 
. 2 -47% 
.03 -95% 
$-3.73 
The reductions red by the Proposition are of greater magni-
tude than any discussed by the Legislature in recent years. 
Whatever the implementation plan, the majority of expenditure 
ions required by the Proposition would be made in Medi-Cal 
and AFDC because these programs collectively represent over 95% 
of the covered expenditures. The figures shown in Table 2 repre-
sent reductions in specific programs, but not necessarily savings 
to state and county governments. Actual total savings are likely 
to be less due to increased costs to county government in pro-
grams not subject to the expenditure limit such as county General 
Relief and county hospitals. 
Options for Program Reductions 
The required program reductions could be accomplished in three 
basic ways: 
• Reducing benefits (e.g., reduce AFDC grant levels and reduce 
the services provided by Medi-Cal) • 
-6-
il (e.g., r of rsons 
o Reducing rates pa to service rs (e.g., reduce rates 
to providers of medical services under Medi-Cal or reduce 
rates paid to providers of foster care). 
For Medi-Cal and Family Planning programs, a fourth option is 
available: increasing patient copayments. To gain an under-
standing of the type of reductions necessary to meet the expendi-
ture limit the five major targeted programs (AFDC, Foster care, 
MediCal, Family Planning and Job training) will be described 
below along with options for implementation. In addition, the 
impact on programs indirectly impacted by the Proposition will be 
discussed. 
IMPACT ON PUBLIC ASSISTANCE PROGRAMS 
Aid to Families With Dependent Children (AFDC) 
The Aid to Families With Dependent Children program, "is the 
nation's primary public assistance program, providing cash grants 
to children and their parents or guardians when the parents' 
income is not sufficient to meet the family's basic needs."/1 
The AFDC program has three parts: Family Group (AFDC-FG), Unem-
ployed Parent (AFDC-UP) and Foster Care (which is discussed in 
the next section). The AFDC-FG program provides cash grants to 
families where one parent is absent, deceased or physically or 
mentally disabled. The family must meet a series of income 
eligibility requirements and, if the youngest child is over 6 
years of age, the parent must register for work under the Work 
Incentive program (WIN). AFDC-FG serves approximately 1.3 mil-
lion Californians, two-thirds of whom are children. The "typi-
cal" AFDC-FG family is composed of a mother, age 27, and two 
children; the mother typically has not graduated from high 
school./2 Approximately 36% of recipient families are White, 32% 
are Black, 29% are Hispanic, and 3% come from other ethnic back-
grounds. 
The AFDC-UP portion of the program serves indigent families where 
both parents are present, but where the primary wage earner is 
unemployed and has exhausted his or her unemployment benefits. 
Like AFDC-FG, the family must meet a series of eligibility 
criteria, and the wage earner must register for the Work Incen-
tive program and must not refuse job training. Approximately 
371,000 Californians receive AFDC-UP benefits of whom two-thirds 
are children. Of these recipients, 36% are White, 26% are 
Hispanic, 29% are Asian or Pacific Islander, 6% are Black, and 3% 
come from other ethnic backgrounds. 
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'I'he AFDC-FG and AFDC-UP are by a combination of 
federal, state and county se levels of government 
paying 50%, 44.6% and 5.4~ of the cost, respectively, (for feder-
ally eligible recipients). For fiscal year 1983-84, AFDC-FG and 
AFDC-UP expenditures were estimated at $3.2 billion ($1.4 bill.ion 
state funds, $1.7 billion federal funds and $.2 billion county 
funds). Maximum grant levels for Fiscal Year 1984-85 are shown 
below in Table 3. 
Table 3 
Maximum AFDC Grant Levels 
FY 1984-85 
Family Size Monthly Grant 
1 
2 
3 
4 
5 
$272 
448 
555 
660 
753 
Table 4 lists the maximum AFDC benefit levels for a family of 
three for Fiscal Year 1982-1983 in the 10 most populous states. 
Although benefit levels vary widely, California's benefits are 
the highest among these states. 
Table 4 
Maximum AFDC Benefits, by Family Size 
January 1984* 
Family Size 
Two Three Four 
California $424 $526 $625 
New York 399 474 566 
Michigan 348 418 488 
New Jersey 273 360 414 
Pennsylvania 273 350 415 
Illinois 250 302 368 
Ohio 227 276 343 
Florida 178 231 273 
North Carolina 176 202 221 
Texas 128 148 178 
*Public Assistance in California: Facts and Figures, Legislative 
Analyst's Office, Sept.ember 1984, p. 70. 
was ca 
AFDC expenditures to 
(p 10%) of the other 49 
seal Year 1 83-84 
to t the si 
For AFDC-FG and AFDC-UP, 
11 on. The estimated 
Ca fornia's capita 
capita AFDC expenditures 
states. If Propos ion 41 were to be 
ion, California would rank implemented through a 60 
8th among the 10 most states, just above Texas and North 
Caro (For more s across states see 
could be accomplished Appendix B.) AFDC 
in two basic ways: reduct of the 
grant level. 
AFDC 
Ba 
5 
Spending Level 
) 
Maximum 
Under 60% 
Prop.41 Reduction 
AFDC-FG $1,143.0 $1,309.9 
AFDC-UP 233 3 342 5 
$139.6 $2,592.6 $1,037.0 $-1,555.6 
28.2 604.0 241.6 362.4 
AFDC-FC 168.9 55.4 8.1 232.4 93.0 139.4 
Total $1,545.2 $ ,707 8 $175.9 $3,429.0 $1,371.6 $-2,057.4 
El 
slat Ana st s 
il Reduct 
most of the 
1 level and 
of 1984-85 Governor's Budget. 
in this area, the fol 
(Estimates of potential 
lity rules are established at the 
would have limited flexibility 
options could be considered. 
savings are provided where available.) 
1. Eliminate aid to pregnant women during the first five months 
of pregnancy or the entire pregnancy. California now pro-
vides aid to a pregnant women with no other children if the 
woman would be eligible for AFDC if she already had a child. 
The state could 1 such grants to the last four months of 
pregnancy or could eliminate all grants to pregnant women 
until after bi s occurred. The County Welfare Directors 
Association reports that this option would produce only 
" ... minor total s nas."/3 In addit , elimination of 
·' -
t cou 
cost 
sufficient 1 
healthy infants. 
-Cal and special 
women not receive 
health care to deliver 
2. Eliminate aid to AFDC dependent children who are age 18. 
California now allows a dependent child to continue to 
receive aid until his or her 19th birthday if it is expected 
the child will finish high school or vocational school prior 
to their 19th birthday. s extra year of benefits is 
intended to prevent children in AFDC families from dropping 
out of high school or 1 school. 
3. Eliminate AFDC-Unemployed Parent. ral law does not 
require states to operate an AFDC-UP program but pays approx-
imately 50% of the cost if a state decides to offer the 
program. Elimination of the entire AFDC-UP program would 
reduce AFDC costs by approximately $606 million. However, 
a Washington state study documented when an AFDC-UP 
program is terminated, approximate one of these two 
parent families suffer a breakup shortly thereafter and the 
family becomes eligible AFDC-FG./4 This factor reduces 
the prospective savings from elimination of AFDC-UP to 
$404 million./5 Using this gure, elimination of AFDC-UP 
would accomplish approximately 20% of the required AFDC 
reduction. 
4. Eliminate State-Only AFDC-UP. Currently, those two-parent 
families with an unemployed primary wage earner who are not 
eligible for federal AFDC-UP can receive State funded AFDC-UP 
aid for two months. This program could be eliminated without 
incurring federal sanctions. 
5. Eliminate the Emergency Assistance program. The Emergency 
Assistance program provides short term aid to families with a 
needy child if the family is at risk of destitution without 
assistance. Aid is limited to 30 days in any 12 month 
period. Elimination of this program would reduce AFDC costs 
by approximately $24 million./6 Based on expenditures in 
other states, this program would have to be reduced approxi-
mately 68%, or $16.3 million to meet its per capita expendi-
ture limit./7 
Benefit Reduction Options 
The following options r t reductions could be considered; 
again, estimates of savings are provided where available. 
1. Reduce all AFDC grant levels equally. In an across-the-board 
benefit reduction, the AFDC grant would be reduced by approx-
imately 60%; the average monthly grant for a mother with two 
children and no other income would drop from $555 to $222. 
3. 
4. 
Care 
When an 
l 
Some AFDC families 
earnings. The state 
case where a family's 
a two month time lag will 
recalculated. Elimination 
1 savings as few 
However, for the individual 
income would be a significant 
AFDC of almost $2.0 billion 
levels and/or eligibility 
rector's Association analysis 
of the red reduction, 
be necessary regardless of what 
le, if AFDC-UP program 
stamps rent and public housing 
AFDC-UP grant reduction 
the expenditure 1 , 
a ly of three from $555 to 
, each cutback in el lity would 
specific families affected and 
the payor of last resort when 
living needs. 
the 
ldren 
from their homes due 
Seventy-seven per-
children live in foster 
homes is $372 per child 
in Foster Care group homes. 
fficult to pl~ce because 
a group 
As shown in 
Fiscal Year 
l 
n 
$1,523 per 
federal law are supported 
funds and 5.4% county 
1-
s, or other prob-
average grant for 
spent on Foster Care in 
e gib for foster care under 
with 50% federal funds, 44.5% state 
Chi eligible only under state 
law are funded with 95% state funds and 5% county funds. 
As specific data on Care expenditures in other 
states was not 60% reduction applicable to 
other portions of u to estimate the effect 
of the Propos on Foster Care. Based on this estimate, the 
Proposition wou result in a $139 million reduction in Foster 
care expenditures. Few options would be available for achieving 
the required reduction in Foster Care. For example, increasing 
the county match for Foster Care costs would not be effective 
because county expenditures are covered by the spending limit. 
fore, reduction of foster care grants would be a likely 
scenario. A 60% reduction in rates would reduce the average 
family home rates from $372 to $149 per month per child and 
reduce average group home rates $1,523 to S604 per month per 
child. Sufficient data is not available to determine to what 
extent such a reimbursement ion would cause existing foster 
care group homes and ster s to drop out of the program 
or to what extent state and efforts to recruit new foster 
lies would be impeded. However, during Legislative hearings 
on the 1984-85 state budget, foster care advocates testified that 
significant numbers of group homes would close if a cost-of-
1 adjustment was not granted, indicating that a reduction 
in payment levels could great diminish the number of foster 
care providers. 
In addition, if a number of foster families or foster care group 
homes were to drop out of the program, many foster children 
potentially could be transferred to alternat residential 
and/or institutional settings. (However, it is questionable 
whether suitable alternative settings exist to serve these 
children, especially if funds to support foster care are signifi-
cantly reduced). Possible a rnative settings could include 
state hospitals, county camps, county mental health facilities 
and juvenile detention facilities. Placement of foster care 
ldren (many of whom have lected and abused and/or have 
behavioral prob ) in these more sonal, ins tutional 
living environments would be inappropriate and potentially damag-
ing to the children. 
Many of these alternative residential settings could be far more 
costly than the foster care settings these children would be 
leaving. For example, the monthly cost of supporting a child in 
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a state $ red to an ave monthly 
cost of $1,523 a group home. 
In to the r costs associated with these alternative 
placements, these transfers result in a cost shift among 
counties. A number of foster care children are living in resi-
dential facilities outside the county of origin and it is 
likely they would be transferred back to their counties of origin 
(usually urban counties) for alternative placements if the foster 
homes which were serving them dropped out of the program. 
There legal and obstac s to admitting foster 
children to alternative resident 1 programs such as state hospi-
tals or juvenile halls, which could preclude such placements. 
Specifically, alternative residential placements might be out of 
compliance with state and federal regulations which require "long 
term placement plans" for these children with the primary goal 
being reunification of the chi with their family or adoption or 
guardianship. It is unlikely that such reunification could be 
effectively for children whose care home place-
ments were scontinued due to insuffic funding. 
Medi-Cal 
The Medi-Cal program 
persons in California. 
bility: 
s ass stance to 2.8 million 
There are three categories of eligi-
e The "categorically eligib " are recipients of AFDC or SSI/SSP 
(low income aged, blind and disabled persons); these persons 
pay no charges medical services, with the exception of 
copayments for some services. 
• "medically needy" are lies with dependent children or 
aged, blind and disabled persons whose income is too high to 
quali for cash grant pub assistance, but not high enough 
to pay medical costs. Such rsons pay a monthly "share of 
cost" for medical care to the difference between their 
income and 133% of the AFDC or SSI/SSP grant level. 
The "medically indigent" 
nant women and patients 
income is not sufficient 
"medically indigent" pay 
medically needy. 
21, preg-
whose 
are those persons under age 
long term care facilities 
to pay their medical costs 
the same share of cost as the 
The 
Approximately 1.7 million (61%) of those served by Medi-Cal are 
AFDC recipients, 670,000 (24%) are SSI/SSP recipients, 340,000 
(12%) are medically needy, and 112,000 (3%) are medically 
indigent./11 
Tab 6 shows the Fiscal Year 1983-84 cost of Medi-Cal in Cali-
fornia. Based on per expenditures for the Medicaid 
13-
program (called rr the r 49 states 
p s 10 percent, ia s 
reduced 36%, or approximate 
ments of Proposition 41. 
s would have to be 
Ilion, to meet the require-
Health 
County 
Claims 
State 
Costs*** 
Admin. 
Tab 6 
Medi-Cal Expenditures FY 83-84 
and Anticipated Reduction Under 
Proposition 41* 
FY 1983-84 
(in millions) 
State Federal Total 
Funds Funds Funds 
$1,585.8 $1,661.8 $3,247.6 
54.6 71.6 126.2 
Processing 10.3 28.6 38.9 
Admin. 40.2 68. 108.5 
Total $1,690.9 $1,830.3 $3,521.2 
Prop.41 Reduction 
(-36% Services/ 
-35% Administration)** 
$-1,169.0 
44.0 
13.0 
37.0 
$-1,263.0 
*Legislative Analyst Analysis, FY 1984-85, p. 946 and p. 969. 
**Prop. 41 reduction may be somewhat less for administrative 
functions because figure includes SNF/ICF related administra-
tion. 
***Medical services minus expenditures for SNF/ICF which are 
exempted from the expenditures limits. 
Options for Medi-Cal Reductions 
The following options are among those which could be considered 
to accomplish the Medi-Cal cutback. 
1. Eliminate coverage for persons not required to be served by 
federal law. Medi-Cal coverage of the "medically needy" 
category could be eliminated. This change would affect 
approximately 110,000 aged, blind and disabled persons and 
207,000 children and parents now served under this eligi-
bility category./12 
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2. Califor-
o s -Cal than 
(see Appendix C). Some of the bene-
not requ by federal law cou be eliminated, includ-
ing scription drugs, dental care, dentures, physical 
therapy, eyeglasses, hearing aids, home and community based 
services, and hemodia is/blood services. Table 7 
lists the optional and required benefits. 
It should be noted that while this option wou reduce expendi-
tures, would also impose hardships on recipients for whom 
c 1 health se s would not be availab In some cases, 
recipients would seek care through the county hospital system, 
reby resulting in a cost shift to counties. Finally, many of 
the optional benefits are cost saving in that they prevent the 
necessity of more costly medical services which are mandatory. 
For example, the use of pre drugs which are an optional 
benefit can prevent a recipient having to be hospitalized 
cal problem. Simi , and community based 
s are intended to save money by , such 
as food preparation, bathing or transportation enab 
s to rema in the homes rather than receive care in 
a costly nursing 
Table 7 
Services Provided as Medi-Cal Benefits Which are 
Under Federal Law 
1 
Practitioner Services: 
Podiatrist Services 
Chiropractor Services 
Optometrist Services 
Dentist Services 
Therapist Services including 
occupational, physical, speech, 
hearing and language 
Other Licensed Non-physician 
practitioners including nurses, 
psychologists, acupuncturists, 
etc. 
Nurse anesthetists 
Drugs and Devices: 
Pres Drugs 
Dentures 
Prosthetic, Orthopedic, 
Other Medical or Remedial 
Care: 
Inpatient Psychiatric Care 
For persons under 
age 21 
Inpatient, SNF, and ICF for 
persons age 65 and older in 
institutions for TB or 
mental disease 
ICF and SNF for persons 
physically ill or develop-
mentally disabled 
Short-Doyle Mental Health 
Services 
Medical Transportation 
Christian Science Sanatoria 
and Nursing Services 
Durable and nondurable 
medical supplies, equipment, 
and appliances recommended 
3. 
rates. 
saves 
tain 
ho 
s 
sis 
Based 
Bank 
s 
itals, physi-
reduced. However, 
cut could 
are 
nts, 
providers 
intended 
le 
services as 
durab medical equip-
are also 
1 
now be reimbursed 
FY 1981-82. 
have 
1 system, 
under Propo-
rates, cer-
ldren's 
-Cal revenues, 
ship. Tab 8 demon-
to which California hospitals, 
tals, are dependent for a 
revenue on Medi-Cal 
s children's hospitals 
-Cal 14 It is clear 
-Cal revenue 
sta 
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8 
Medi-Cal Revenue of Cali a Ho itals* 
Hospital % Total 
Type Charges 
Nonprofit 234 14.0 
For pro 185 13.2 
County/City 49 38.0 
District 68 12.3 
*1981 data, California Hospital Assoc 
impact of AB 799/SB2012. 
Medi-Cal 
Net Revenue 
(In thousands) 
702,523 
223,356 
420,419 
85,182 
Does not include 
Another unintended impact of Medi-Cal cutbacks could be to 
transfer costs from state to government and from the 
public to the private sector. Although not conclusively 
documented, there is some indication that hospitals currently 
subsidize Medi-Cal patients by transferring a portion of 
their Medi-Cal costs to private pay patients. If Medi-Cal 
rates are reduced beyond the existing cost controls, this 
cost shift to the private sector could be exacerbated. More-
over, a 36% reduction in provider rates could diminish dra-
matically the number of providers participating in the Medi-
Cal program and resu in increased recipient reliance on 
county hospitals. Thus, s option could result in limited 
long term cost savings for government as a whole because 
costs would be fted from the Medi-Cal program to county 
government. 
4. Increase patient copayments. The proportion of Medi-Cal 
costs paid by the patient could be increased to the extent 
allowed by federal law. However, savings resulting from this 
change are not likely to be significant because federal law 
limits the amount of copayments which can be charged./15 In 
addition, for persons with limited incomes such as AFDC or 
SSI/SSP recipients, increased copayment could impose a 
significant barrier to receipt of health care, especially if 
major reductions in AFDC levels are also implemented. 
5. Expand the existing prepaid health systems programs. In FY 
1983-84, approximately 11% of all Medi-Cal "eligibles" and 
13% of all Medi-Cal expenditures were under prepaid or "capi-
tated" rate systems. Under prepaid systems, the health care 
contractor agrees to provide specified cal services to 
rt r recipients 
servers bel 
Medi-Cal "eligibles" 
costs. According to 
budget analysis, 
- 7-
reduce costs if the contracts under which 
id rate. Some 
percentage of 
would diminish 
1984-85 
1 to 
are carefully-negotiated and monitored. For example, certain 
prepaid health plans (PHP's) now serving Medi-Cal recipients 
do so at an estimated cost of less than 90% the cost of regu-
lar Medi-Cal rates ( for-service). However, r PHP's 
cost up to 98% of fee-for-serv it is fficult to 
determine whether they actually reduce costs when administra-
tive expenses are included; for Medi-Cal services in general, 
administrative costs are 6% of service costs. Lower costs 
can be achieved with capitated rate systems only if utiliza-
tion of unnecessary, high cost services are reduced through 
utilization controls and through preventative treatment. 
Furthermore, large scale implementation of capitated systems 
has two potential drawbacks: access of pat to medical 
providers of their choice could be limited inordinately and 
quality of health care could be shed, unless carefully 
monitored./16 
Potential Impact on University of Ca Ho tals 
In addition to the impact on hospitals general, the impact of 
Medi-Cal cutbacks on the University of California hospitals in 
particular have been analyzed by University staff. With esti-
mated net Medi-Cal revenues of over $100 million in 1983-84, the 
University's five teaching hospitals (Davis, Irvine, UCLA, San 
Diego and San Francisco) together comprise the largest single 
provider of Medi-Cal services in the State of California. Three 
of these medical centers {Davis, Irvine and San Diego) also serve 
as county hospitals. As can be seen from Table 9 below, 15% of 
the net revenues for all of the UC teaching hospitals are derived 
from Medi-Cal. The three UC hospitals which serve as county 
hospitals derive between 19% and 29% of their revenues from 
Medi-Cal. 
s 
sco 
Total 
3. Un 
of 
8 
s Exc 
Net Revenue 
$1 2 
-Ca 
Services)* 
Percent of 
Total Net Revenue 
9% 
21% 
7% 
19% 
7 
15% 
of the 
984, p. 6. 
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potential 
signi cant 
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contract 
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K-12 Education 
re are several 
Department of Education 
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1 and to provide more 
capita on Medi-Cal bene-
is analytically 
s across states; 
Some of the necess 
Ca fornia than 
ing costs, which are 
budget, are 28% more 
2 
as a whole. 
who lled $198 
as a 
rent 
was $253./27 costs more 
ave of other expensive in the West as a 
regions./28 Although 
declined substantially as 
put into e in recent 
in California than in 
in hospital costs has 
measures 
expensive 
day of hospital care cost 
($507 ) 
nation ($327 
Analyst report 
and Food Stamp allowances 
nation, total monthly 
their total cost of 
given, and 70.84% of 
ranked in the middle of 
include medical care.) 
It is also important to 
bene s paid in Cali 
states, they do not provide a 
or individual federal 
reported in a recent Legis 
grant provides an income of 
established poverty 1 , the 
not 
grant level equals only 90% In the same 
publication, the Ana that 35% of 
California's AFDC famil which were less than 80% 
of the poverty 1 fami es, more than f had a 
monthly income consist of an AFDC grant, without food 
stamps, earnings or ./31 If under sition 41, 
AFDC grant levels were 60~the AFDC 1, not 
h1ding food stamps, would equal 30% of 
poverty level. In regards to i s more of the 
ral optional cal bene ts under Medi-Cal than most 
other states, is to consider that many of the 
optional benefits are cost effective to state because they 
result in long term cost For ~~u..,,~le, prescription 
drugs and medical bene to the 
extent that provision of ces on an ba s 
prevents patients from italiz them. 
The proponents of 
higher proportion 
tance than is case 
of the nation's popu 
ents (and 17% of the nation's 
of Cali 
% 1970 
the nation as a 
to 4~% 1983./33 
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higher proportion on AFDC 
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the 696,000 refugees 
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i s than children 
THE PROPOSITION IMPACT FRAUD PREVENTION AND DETECTION 
The Initiative has no direct detection or preven-
tion activities. Indirect could result in a 
decrease in state staff available for fraud detection 
and prevention. As reductions county 
administration funds nted and, as scussed above, the 
service expenditure reductions are achieved primarily through 
grant level reductions rather than changes eligibility, 
counties would have fewer staff persons to monitor a caseload 
similar in size to the current case Consequently, each 
caseworker would have less to spend on fraud detection and 
prevention activities. 
SHOULD CALIFORNIA'S EXPENDITURE PATTERNS BE DETERMINED BY WHAT 
OTHER STATES AND THE FEDERAL GOVERNMENT ELECT TO SPEND? 
The precedent of 's publ assistance 
benefits be controlled by r governmental entities spend 
is worthy of publ discuss Such a precedent would preclude 
establishment of benefit levels California ba on internal 
factors, such as assessed need, available resources or Ca fornia 
constituents working through legislative process to meet 
perceived needs. As a 1 example, it is possible that 
California's expenditures exceed the national average in other 
public benefit as agriculture, toxic waste clean 
up, or economic deve (e.g., promotion of tourism). If the 
precedent of estab s ng California expenditures based on what 
other states spend were to be extended to other public benefit 
programs, it is possible that major cutbacks would occur in those 
areas. Such a call question the rationale 
for relinquishing of Cali a c zens estab-
lishing funding leve public programs which bene Califor-
n s. 
HOW WOULD THE COMMISSION DECIDE SUBJECTIVE ISSUES RELATING TO 
CALCULATION OF THE EXPENDITURE LIMIT? 
The Publ Assistance Commission may be called upon to make sub-
jective judgments in order to arrive at an expenditure limit that 
accurately reflects the level of public assistance expenditures 
in the rest of the nation. However, it is unclear to what extent 
the language of the sition will allow such judgments to be 
made. Determining il of public assistance programs 
among states wou be a major ta of the ssion, requiring 
s 
s 
states 
number of 
lower 
fund-
determining 
AFDC grants 
r amounts of 
not covered by the 
levels are rela-
each of these 
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work outs persons 
receiving imary purpose for 
providing s, with an AFDC grant is 
to enable the parent to supervise the children. 
Assuming the AFDC cutbacks 60%, many single parents now 
receiving AFDC would find necessary to seek employment. Since 
the typical AFDC single parent has not graduated from high school 
and has limited skills, it be difficult for such persons to 
find jobs paying salaries sufficient to pay child care in addi-
tion to rent and other 1 costs. Under these circumstances, 
the need for subsidized ld care could become critical in order 
to prevent children from spending all or part of the day unsuper-
vised. 
Presently, the state subsidizes child care for only 5% of AFDC 
mothers: 1% through the AFDC income disregard mechanism and 4% 
through the Department of on child care program./40 To 
provide child care to all single parents on AFDC who need the 
service in order to work would be very costly to the State. 
Based on Department of Social Services statistics, 679,000 (78%) 
of the 861,000 children on AFDC are age 12 or younger. These 
children would need some type of child care, full or part time, 
if their single parents were to go to work. 
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V. APPENDICES 
APPENDIX A 
In Section 10306 (a) of "publ assistance" is 
fined as including all zed by Welfare and 
Institutions Code, 3, commencing Section 11000, except 
those specifically excluded by Section 10306 (b) of the 
Proposition. Programs inc and excluded are listed below. 
Chapter 1 
Chapter 2 
Chapter 3 
Chapter 4 
Chapter 5 
Chapter 5 
General s s (residence requirements, 
property limitations, etc.) INCLUDED 
AFDC (including AFDC-Family Group,Unemployed 
Parent and Foster Care and all AFDC training 
and work ) INCLUDED 
State Supplementary 
Disabled (Supplements 
EXCLUDED 
for Aged, Blind and 
1 Security payments) 
Special rcumstances for the Aged, Blind and 
Disab (emergency purchase of 
housi repair or food for guide dogs, etc.) 
INCLUDED 
Loans to Blind Persons (Low interest loans to 
assist achieving sel sufficiency) 
INCLUDED 
Other County Social Services (Low Income Home 
Ene Assistance, Federal Title XX and Title IV-B 
chi and dependent adult abuse prevention) 
EXCLUDED 
CHAPTER 6.5 Non-medical care facilities (residential care for 
the Aged, Blind sabled) EXCLUDED 
Chapter 7 Medi-Cal-- most of the s the program now 
provides would be covered 
INCLUDED Outpatient services (physicians, 
clinics, therapists) 
Inpatient hospital services 
Pre ion drugs 
Outpatient or horne dialysis 
Anesthesiologists, outpatient 
laboratory, outpatient X-rays 
Blood and blood derivatives 
Emergency restorative dental work 
Medical Transportation 
Horne Health 
Chapter 8. 
EXCLUDED 
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Prosthet devices, eyeglasses, 
orthopedic shoes 
Hearing aids and durable medical 
equipment 
Family Planning 
Inpatient rehabilitation 
Adult day health care 
Fluoride application (under 17 years) 
Paramedic services 
In-home medical care 
Home and Community based services 
Skilled Nursing Facilities 
Intermediate Care Facilities 
Other INCLUDED Medi-Cal services and pro-
grams include the new cost-containment 
adopted in recent legislations such as the 
Medical assistance commission, selective 
provider contracts, county run prepaid health 
plans, third party liability, etc. Also 
included are pilot projects on TMJ. 
Prepaid Health plans, both public and privately 
owned INCLUDED 
Chapter 8.5 Family Planning INCLUDED 
Chapter 8.7 Adult Day Health Care EXCLUDED (except the portion 
funded by Medi-Cal which is included) 
Chapter 8.8 Medi-Cal Management (negotiated hospital rates, 
etc.) INCLUDED 
Chapter 9 Financial Provisions (established funds for social 
services payments) INCLUDED 
Chapter 9.5 Supportive Care Organizations (pilot 
project serving elderly) INCLUDED 
Chapter 10 Supplemental Food Program (for low income persons) 
INCLUDED 
Chapter 11 Abuse of the Elderly and other Dependent Adult 
INCLUDED 
(Reprinted 
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NATIONAl AV[ Ar 
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APPENDIX B 
rector's Association 
1 Impact," September, 1984) 
·. 
IT PAYM[NTS. P[R CAPI • USH.D BY SIAl[ ( 1) 
Prov1 s:'l ona 1 
Est1mate 
of PoQu~at1on - Total Aroc -. 
(,n thousands) BeneHts 
July 1. 1983 (4) (per 1nd1v1dua1 
$ 3.,959 s 18.49 
479 62.72 
2.,963 21.10 
2.,328 14.81 
25.174 118.63 
3.139 31.55 
3.138 61.72 
601) 44.95 
623 128.53 
10.680 22.44 
5.732 32.90 
1. 84.48 
989 21.58 
"11.486 71.77 
s. 26.20 
2.,905 49.84 
2.425 37.5.5 
3. 714 34.13 
4.438 30.02 
1.14£> 55.31 
4.304 52.17 
5,767 71.63 
9.069 124.85 
4.144 62~20 
2.587 21.88 
4,970 37.67 
817 29.03 
1.597 34.~"' 
891 12.20 
959 24.71 
7.468 6&.68 
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APPENDIX B Cont ... 
State 
New Mex\co 
New York (5) 
North Caro11na 
North Dakota 
Oh1o 
Oklahoma 
Oregon 
Pennsy1van1a 
Rhode Island 
South Caronna 
South Dakota 
Tennessee 
xas 
tah 
Vermont 
V1rg1n1a 
Wash1ngton 
West Vlrg1n1a 
W scons1n 
om,ng 
Total AFOC 
Benef1t Payments 
(ln thousands) 
F1sca1 Year 1983 (2.3) 
43.261 
1,716.373 
152,.964 
14,891 
652,861 . 
77,065 
100,065 
733,780 
67,559 
75,864 
17,573 
81 ,190 
156,266 
53.916 
36,479 
H>B. 523 
261,579 
56,607 
475,114 
11 • 181 
State Average 
excludes Cn 1 ifornia and 
District of Columbia) 
1 Maximurr ~rop. 41) 
Prov1s1ona1 
Esnmate 
of Popul;tt1on 
(1n thousands) 
July 1, 1983 (4) 
1.399 
17,667 
6.PB2 
680 
10,746 
3,298 
2,662 
11,895 
955 
3,264 
700 
4,685 
15,724 
1 '619 
524 
5,550 
.4,300 
1,965 
4. 751 
514 
Total AFOC 
BenefHs 
(per 1nd1v1dual) 
30.93 
97.16 
25.16 
21.90 
60.76 
23.37 
37.60 
61.69 
70.75 
23.25 
25.11 
17.33 
9.94 
33.31 
69.62 
30.37 
60.84 
28.81 
100.01 
21.76 
43.15 
47.46 
1. AfOC Benef1t Payments Per Cap1ta equals the total funds expended 1n a s~ate for AFOC 
Benef't Payments d1v1ded by the number of res1dents 1n the state . 
. 
2. Source: Off1ce of Fam,ly Ass1stance, Soc1al Secur1ty Adm1n1strat1on 
3. Excludes foster care payments 
4. Source: U.S. Department of Commerce, Bureau of the Census 
5. New York has payment schedules for each soc1al serv\ce d1str1ct. 
e Ccrlpared 
programs 
persons. 
APPEND 
COMPARISON OF BENEFITS IN OTHER STATES 
1981 
has one of the most comprehensive Medicaid 
federally allowuble services and 
Medicaid Son~h:os Jurl!u.llcUon 
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IX D 
Medi-Cal Revenue By -- 1981* 
Reduction 
Revenue County Revenue of 3 
(In thousands) (In thousands) 
99,943 35,979 Orange 90,679 32,644 
** ** Placer 5,802 2,089 883 318 Plumas 1,275 459 
Butte 7,623 2,744 Riverside 45,301 16,308 
Ca ras 338 122 Sacramento 77,073 27,746 
Co sa 523 188 San Benito 450 162 
Contra Costa 35,207 12,675 San Bernardino 70,499 25,380 
Del Norte 992 357 San Diego 108,855 39,188 
El Dorado 2,310 832 San Francisco 104,928 37,774 
54,261 19,534 San Joaquin 21,960 7,906 
439 158 San Luis Obispo 5,669 2,041 
6,841 2,463 San Mateo 18,199 6,552 
5,832 2,100 Santa Barbara 9,468 3,408 
1,009 363 Santa Clara 67,133 24,168 
27,481 9,893 Santa Cruz 6,931 2,495 
4,649 1,674 Shasta 12,201 4,392 
985 355 Sierra 44 16 
Lassen 988 356 ski you 1,191 429 
Los les 607,607 218,739 Solano 8,166 2,940 
ra 2,748 989 Sonoma 14,540 5,234 
n 5,589 2,012 Stanislaus 25,480 9,173 
Mariposa 163 59 Sutter 4,274 1,539 
Mendocino 4,037 1,453 Tehama 1,611 580 
Me 9,395 3,382 Trinity 801 288 
273 98 Tulare 11,805 4,250 
Mono 487 175 Tuolomne 2,613 941 
12,494 4,498 Ventura 22,494 8,098 
3,792 1,365 Yolo 3,747 1,349 
2,309 831 Yuba 1,311 472 
*Data California Hospital As soc Does not include impact of 
tal contracting. 
**No in ion availab 
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APPENDIX E 
to Families with Dependent Children Expenditures by County 
September 1983* 
Reduction Reduction 
Aid Pa;t:rnents of 40% of 60% 
(In thousands) (In thousands) (In thousands) 
Alameda $13,226 $5,290 $7,936 
Alpine 24 10 14 
Amador 115 46 69 
Butte 1,768 707 1,061 
Ca s 259 104 155 
Colusa 97 39 58 
Contra Costa 6,099 2,440 3,659 
Del Norte 307 123 184 
ElDorado 723 289 434 
Fresno 9,586 3,834 5,752 
Glenn 214 86 128 
Humboldt 1,303 521 782 
Imperial 1,118 447 671 
In yo 161 64 97 
Kern 4,217 1,687 2,530 
Kings 996 398 598 
Lake 576 230 346 
Lassen 285 114 171 
Los Angeles 104,738 41,895 62,843 
Madera 874 350 525 
Marin 597 239 358 
Mariposa 137 55 82 
Mendocino 981 392 589 
Merced 2,692 1,077 1,615 
Modoc 101 40 61 
Mono 21 8 13 
Monterey 2,352 941 1,411 
Napa 638 255 383 
Nevada 463 185 278 
Orange 10,799 4,320 6,479 
Placer 1,032 413 619 
Plumas 166 66 100 
Riverside 8,415 3,366 5,049 
Sacramento 14,606 5,842 8,764 
San Benito 228 91 137 
San Bernardino 12,635 5,054 7,581 
San Diego 18,464 7,386 11,078 
San Francisco 6,969 2,788 4,181 
San Joaquin 8,179 3,272 4,907 
San Luis Obispo 800 320 480 
San Mateo 1,806 722 1,084 
Santa Barbara 1,658 663 995 
Santa Clara 10,257 4,103 6,154 
Santa Cruz 1,273 509 764 
sta 1,876 750 1,126 
Sierra 33 13 20 
Siskiyou 500 200 300 
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lana 2,360 944 
2,376 950 
islaus 3,686 1,474 
Sutter 613 245 
Tehama 437 175 
ri 186 74 11 
Tulare 4,197 1,679 ,518 
Tuolumne 359 144 215 
3,032 1,213 ,819 
1,103 441 66 
1,093 437 656 
*Fro~ Public Assistance Statistics, Department of Social Se 
September 1983. 
